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Federal Government Looks to Oregon’s Paid Tax
Preparer Regulatory Program as a Possible Model for
National Regulation

In a recent report, the Government Accountability Office
provided insight to Congress on how to better understand the
potential costs and revenue effects of regulating paid tax return
preparers. The GAO was asked to study and report on the
following: (1) How the Internal Revenue Service and certain
states regulate paid preparers; (2) how the accuracy of federal
tax returns from two particular states, California and Oregon,
compare with other returns; and (3) state-level costs and
benefits of the California and Oregon programs and insights
they provide for a possible national program. Congress made
this request because currently there are no federal registration,
education or testing requirements applicable to all paid
preparers before they can prepare tax returns.
Only California and Oregon have requirements that paid
tax return preparers must meet before preparing returns in
those states. Based on the GAO’s analysis on the 2001 IRS tax
year, Oregon returns were more likely to be accurate while
California returns were less likely to be accurate compared
with the rest of the country after controlling for other factors

likely to affect accuracy. In dollar terms, the average Oregon
return required approximately $250 less of a change in tax
liability than the average return in the rest of the country.
Because some states without paid tax preparer regulation also
had tax returns that, on average, were more accurate than the
national average, some portion of the increased accuracy of
Oregon returns likely is due to other factors.
“If Congress judges that the Oregon paid preparer
regulations account for even a modest portion of the higher
accuracy of Oregon federal tax returns at a reasonable cost,
it should consider adopting a similar regime nationwide,” the
GAO said in its report. “If Congress enacts paid preparer
legislation, it should also require the IRS to evaluate its
effectiveness.”
To view the full GAO report, including the scope and
methodology, visit www.gao.gov and locate report GAO-08781. For more information and background on this report,
contact Michael Brostek at 202.512.6112 or email brostekm@
gao.gov.

Accounting for Social Insurance Programs
The Federal Accounting Standards Advisory Board is
developing an exposure draft proposing requirements for
additional information about social insurance programs
such as Social Security and Medicare. The proposal under
discussion would not resolve the long-standing issue of when
an obligation is incurred and a liability exists for the federal
government. However, the proposal would provide greater
visibility for amounts relevant to the question of how great
the obligation to current participants is and how much of that
obligation is intended to be funded by future participants.
The proposal last considered by the board included the
following provisions:
• A summary section on the statement of social
insurance that provides the closed group measure—the net

present value of cash flows to and from current participants.
• A new statement of changes in social insurance that
explains the change in the closed group measure from one
period to the next.
• A requirement that the management’s discussion and
analysis section highlight key figures drawn from the basic
financial statements.
• Presentation of the closed group measure on the balance
sheet below the presentation of net position but not included
in any summary totals.
• Disclosure of the accrued benefit obligation (not that
this is not equivalent to the accumulated benefit obligation).
When issued, the ED will be available at www.fasab.gov/
exposure.html. Comments are encouraged.
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AICPA Issues Proposed Audit and Accounting Guide
on Gaming

The AICPA Accounting Standards Executive Committee
has published for public comment a proposed Audit and
Accounting Guide (AAG), Gaming. The proposed guide,
formerly known as the AAG, Casinos, addresses many
new accounting issues that have emerged over the years.
Specifically, it includes certain topics not covered in the
2006 edition, including guidance for governmental gaming
enterprises. Examples include:
• Guidance for governmental gaming entities.
• Illustrative financial statements and footnotes of a
governmental gaming entity.
• Illustrative guidance when accounting for guarantees.
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• Guidance regarding The New Jersey Casino
Reinvestment Development Authority.
• Guidance for currency-transaction reporting in the
gaming industry.
Comments on the ED should be sent by Dec. 9 via email
to smacey@aicpa.org or mailed to Sharon Macey, Accounting
Standards, AICPA, 1211 Avenue of the Americas, 19th Floor,
New York, NY 10036.
The ED is available at www.aicpa.org/Professional+
Resources/Accounting+and+Auditing/Accounting+
Standards/Exposure+Draft+of+Proposed+Audit+and+
Accounting+Guide+Gaming.htm.

GASB Releases Derivative Instruments: A PlainLanguage Summary of GASB Statement No. 53

The Governmental Accounting Standards Board has
released a plain-language summary of GASB Statement
No. 53, Accounting and Financial Reporting Instruments.
Statement No. 53 is intended to improve how state and
local governments report information about derivative
instruments in their financial statements by requiring that
the fair value of financial arrangements called “derivatives”
or “derivative instruments” be reported in the financial
statements of state and local governments. If a derivative
effectively hedges (significantly reduces) an identified risk
of rising or falling cash flows or fair values, then its annual
fair value changes are deferred until the hedged transaction
occurs or the derivative ceases to be effective. On the other
hand, the annual change in the fair value of other derivatives
is reported immediately as investment income or loss.

Additional information about derivatives is disclosed in the
notes to the financial statements, including identification of
the risks to which hedging derivative instruments themselves
expose a government.
Governments are required to implement Statement No.
53 no later than the first fiscal year beginning after June 15,
2009 (for most governments that would be fiscal year 2010).
Governments are encouraged, however, to implement the
standard sooner.
The plain-language document is a 19-page summary of
the accounting and financial reporting requirements for
derivative instruments complete with illustrative examples.
A free copy is available from the GASB Web site at
www.gasb.org/plain-language_documents/Statement_53_
plain-language_summary.pdf.

IPSASB Proposes Changes to Borrowing Cost Accounting
The International Public Sector Accounting Standards
Board (IPSASB) is seeking comments on its Exposure Draft
35, Borrowing Costs (Revised 200X). The ED proposes
modifications to IPSASB 5, Borrowing Costs, to reflect that
in many circumstances the capitalization of borrowing costs

as part of the cost of an asset is not appropriate for public
sector entities. The ED may be accessed free of charge at
www.ifac.org/EDs.
Comments, which are due by Jan. 7, 2009, can be submitted
to EDcomments@ifac.org.
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